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Tips for

Readers

S. Madonna Kabbes, C.P.A.

THE ACCOUNTING PROFESSIONWHERE IS IT HEADED? edited by John
L. Carey. American Institute of CPAs, New
York, 1962. Page 164.

This book summarizes the results of five
years of study by the Committee on LongRange Objectives. Much of the material con
sists of quotations from articles published by
committee members during the period the
study has been in progress. The editor explains
the positions taken are tentative, and that he
hopes members of the profession will express
their comments and criticisms to guide the
committee in its future planning.
Three questions are posed as a background
for the discussion:
1—What is accounting and where is it
going?
2—What are certified public accountants
and where do they want to go?
3—How can they get there?

In considering the first, the accounting
function is defined as “the measurement and
communication of financial and economic
data.” The importance of the accounting
function for internal purposes seems to vary
directly with the degree of complexity of the
management problem; for external purposes
the extent of industrialization of the economy
seems to control. The auditor, whether internal
or external, performs an important role in the
exercise of the accounting function. As de
mands increase for economic data to be sup
plied to various external groups, the “attest”
function of the auditor serves to establish the
reliability of such data.
The importance of CPAs developed rapidly
following the industrial revolution in England,
when the concept of “accountability of man
agement to stockholders,” and the need of
financial reporting passed upon by experts, was
recognized. In 1896 New York passed the first
certified public accountant law. Now such laws
exist in all states. In passing such laws the
states are exercising their police powers, and
endeavoring to protect the public welfare by
identifying accountants as those professionally
competent to offer their services to the public.
Trends indicate the attest function of the
CPA will be extended as society becomes more
highly industrialized, ownership of corpora
tions is more widely diversified, and private
industry continues to operate under highly
competitive conditions. The need for effective

communication of financial and economic data
increases as society develops more interrela
tionships among its many units. It is natural
that the CPA, having established the vital
characteristic of independence, should be called
upon to lend creditability to such communica
tions. If the attest function is to be successfully
fulfilled in all areas of communication, standards
of measurement satisfactory to both the user
and the issuer must be defined.
Tax practice and management services
represent two areas in which CPAs are being
called upon to render additional services to
clients. While at present a CPA in preparing
a tax return is not exercising his attest func
tion, the fact that his competence in such
matters is known, seems to place greater re
sponsibility on him than on others who per
form similar services.
Consultation on various phases of financial
matters has long been included in the man
agement services CPAs render to clients. Now
such services are being extended to include
systems and procedures, the design of inven
tory and production control methods, as well
as the newer areas of electronic data proces
sing and operations research.
Is the CPA who serves as a management
consultant and also performs the audit main
taining his independence in relation to his
client? This question can be resolved if the
CPA will determine in advance that his con
sultation and advice in the management areas,
will produce results falling within limits ac
ceptable to him as an auditor. It is also well
to remember that all the work of the CPA, if
challenged, must stand the test of review by
his fellow practitioners.
If the CPA is to be trained to assume these
increased responsibilities, many changes in the
educational program seem indicated. The In
stitute has recognized the need to outline “the
common body of knowledge” which all CPAs
should have, and is sponsoring a research proj
ect to study this problem. Important progress
has already been made in outlining the training
to be provided by the formal educational
process, integrated with that secured on-thejob, and continuing educational programs,
there is much to be accomplished.
Variations exist in the various jurisdictions
particularly in the areas of admission require
ments, codes of professional ethics, and inter
state practice. In most countries, other than
the United States, such standards are set by
professional societies operating under royal

charter or under legislative action. The diver
Financial records were first kept by owners
sity of standards existing in the United States so they could benefit from past experiences.
acts as a detriment to the entire profession. When businesses grew, owners and managers
Such conditions will have an increasing impact separated and financial records became a
as the practice of accountancy takes on a more method of checking upon the managers’
international aspect. The AICPA is the only capabilities. Now the pendulum has swung
national organization of the profession, and full arc and accounting is aimed once more
serves as the forum where members may meet towards furnishing management information.
and discuss policy decisions which will de Throughout all, accounting has been utilitarian
termine the shape of the profession of the in nature and intent; theory has been pragma
tic.
future.
Out of these historical developments, the
If accountancy is to attain professional
status, a body must be organized with the authors attempt to determine why and how
authority to consider all aspects of existing the basic pattern of accounting was formed.
problems, to make important policy decisions, The development and the rationale behind the
and to put such decisions into effect on a development of account categories, the pro
national basis. A plan to coordinate the efforts cedures of recording and the method of sum
of the state societies with those of the In marizing are sought in the needs of the time
stitute was inaugurated in 1940. While rela of development.
The study does not stop with the turn of the
tions between such organizations have been
pleasant and co-operative, much remains to be century nor, is it limited to the development
done, if the structure of the profession is to of general procedure. The same methods of
be designed and controlled in a manner most analysis applied to the evolution of the sobeneficial to members, clients, and the general called double entry method are used to
examine the outgrowth of a body of theory
public.
of external reporting and professional re
ACCOUNTING THEORY: CONTINUITY sponsibility. Current controversial areas are
AND CHANGE. A. C. Littleton and V. K. introduced and examined for “threads of con
Zimmerman, Prentice-Hall, Inc., New Jersey, tinuity.”
Accounting has continued to exist over the
1962.
centuries because it has continued to be use
In the preface of this rather small book, the ful. Accounting has been useful because it has
authors state their beliefs concerning the right been able to change, to evolve, with the de
ful place of accounting theory: 1) theory mands of the times. The future of accounting
should be an integral part of accounting edu rests with its ability to provide useful informa
cation; 2) accounting practice and theory tion. Accounting is no more than an aggregate
of those practicing the art; therefore, the
should be developed simultaneously; and 3)
future of accounting is dependent upon the
accounting literature should contain a study
ability of accountants to meet the demands
of the development of theory. So believing,
placed upon the financial records.
the authors set forth on their search for the
“It is beyond definite determination to what
“thread of continuity extending through the
degree
a conscious knowledge of background
centuries of accounting history which furnish
a continuing demonstration of the relation of circumstances and antecedent ideas can in
ideas to conditioning circumstances and the fluence later accounting beliefs and actions.
relation of known actions to motivating needs.” Yet, because of the wide availability of a
A knowledge of and an appreciation for the growing technical literature, current account
threads of continuity of theory is an invaluable ing thought and actions may draw much from
aid in the formulation of accounting method the ideas accumulated through the past experi
ence of many people than is consciously
ology.
realized.”
The quest begins with an inquiry into the
Submitted by M. G. Winborne
reasons for the development of a methodology
Asst. Prof. of Accounting
for maintaining financial records. Historical
Arlington
State College
facts given in this book can be found else
Arlington, Texas
where (and in greater detail); the interpreta
tion given to the history of accounting is new.
Past practices are examined to discover rea
Two out of every three users of third class
sons (theory) which probably motivated the mail are small firms doing a total business of
development of practice. This line of examina less than $500,000 per year. One half the
tion allows the authors to seek out those ideas money they spend for advertising goes into
which have continued through the centuries, postage.
albeit modified to meet changing conditions.
—Admin. Mgmt. (Oct., 1961)

